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Ethics of the Accountant in Private Industry
By: Edith P. Rennison
Cleveland Chapter ASWA

Ethics, standards of conduct, code of morals
—a timeworn subject or a timely one? A writer
*
of the past might reply with these challenging
words:
“It may make a difference to all eternity
whether we do right or wrong—today.”
Accountants in private industry do not nec
essarily have a special code.
A corporation when organized adopts a Code
of Regulations which designates its place of
business, its officers and their duties, its board
of directors, and its continuity of existence
through its capital structure. Although the
corporation is an entity within itself, its ex
istence is possible through its group of share
holders whose common interest with each other
might possibly be limited to their mutual mon
etary investment. This group, although organ
ized and having a common interest, usually
does not have a formal Code of Ethics since
there are no qualifications necessary for mem
bership except the ability to purchase stock.
As a business continues, general directives
of procedure are necessary for the accomplish
ment of the corporate objective. Through
practice and growth these directives concern
ing requirements and employee relationships
become the policies of the company and are
usually made flexible enough or can be com
pletely revised to meet the changing conditions.
Since a Code of Ethics is a standard or guide
for human behavior, any changing conditions
must be controlled to the extent of the moral
strength of such code rather than the changing
of the code. The accountant in private indus
try, therefore, must be governed by his com
pany’s policies and his own Code of Ethics.
Since the accountant prepares the financial
statement, an accounting analysis with the
balance sheet items on one side and the char
acteristics of the accountant on the other side
would appear to be a natural comparison.
It is a relatively simple matter to establish
the value of the assets and liabilities as shown
on the balance sheet. The physical inventory,
buildings, and equipment can readily be seen
or an appraisal can be made to ascertain the
market value. There are supporting papers for
the receivable and payables or direct confirma
tion can be requested.
It is also a relatively simple matter to es
tablish the fact that an accountant compiled

the information. He also can be readily seen
and his physical appearance noted as to the
appropriate taste and neatness in his apparel,
his general cleanliness, his enthusiasm, and the
aliveness of his body resulting from good
health habits. In conversation his knowledge
of accounting, business trends, current items
of general interest, and his cultural activities
can also be established.
It is in the portion of the balance sheet in
which the intangible items are listed that their
value as shown cannot be so easily ascertained.
The patents, trade-mark, goodwill or surplus
items—are these values just a balancing catch
all? Would they stand the scrutiny of a careful
investor or a potential buyer? There are formu
las which can be used as measuring rods. One
is the Straight Capitalization Method which
capitalizes the earnings on an agreed percent
age; or another is the Years’ Purchase Method
which allows a fair return, such as 6% on the
book value. The earnings in excess of this
amount are multiplied by an agreed figure of
years. This result added to the book value
would be considered a fair price.
A further comparison of the balance sheet
with the accountant shows that the latter also
has an intangible possibility—an illusive thing
which is extremely hard to measure since it
comes from within himself. This intangible item
is the accountant’s personal Code of Ethics. Its
extent or depth governs his quality of character
and the measuring rods are his application of
these character traits:
Honor—to use only the highest principles
compelled by an inherent desire to do
only those things that are right, just, and
worthwhile.
Honesty—as a steward of the employer’s
property to insist by his own example that
the cash and other property are utilized
efficiently and to the benefit of his em
ployer.
Loyalty—to accept and adhere to the com
pany’s policies and objectives; but if a
personal conflict occurs, then leave—
building a future elsewhere rather than
remaining and tearing down that compa
ny’s name.
Courage—to see things as they really are, to
act unaffected by personal consideration,
to distinguish the right from the wrong,
and to follow through unhesitantly.

* James Freeman Clarke
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for additional equipment and increased wear
and tear. Actually, getting a program on the
air might not appear to be much of a trick
in these days of highly informal broadcasting
but there is, nevertheless, much preparation,
and expense, standing behind what is heard
on the air.
In the news operation alone, there may be
a payroll involving a staff of several news
editors. The news equipment runs into several
thousands of dollars of investment in tape re
corders, weather equipment, and mobile units
used in covering local stories. National and
international news comes into the station by
way of leased news wire services whose
charges are based upon a station’s power and
coverage, just as a newspaper is charged ac
cording to circulation. In addition a new form
of news coverage, not by teletype but rather
by the voices of news men throughout the
world is now available. This service is some
what comparable to the affiliations that some
stations maintain with networks.
There are other program expenses, too. For
example, talent rights are paid to announcers
when an agency or sponsor requests that a
special voice do a particular commercial.
Royalties are paid for the use of all the music
played on the air.
In addition to these sales and program
department expenses, the radio station budget
will reveal technical department expense ac
counts carrying such titles as: transmitter
salaries, control room salaries, equipment re
pairs and maintenance, mobile unit expense,
telephone direct line, outside engineering, and
many others.
Not all the station’s available airtime is
taken up with commercial broadcasting, but
the station is required to stay on the air dur
ing its assigned hours. This time must be
filled with “sustaining” programs, and all of
the cost is absorbed by the station.
This quick glance behind the microphone
reveals that a radio station is a solid, substantial
business organization, much like any conven
tional business . . . but, it does have its own
peculiar quirks. When the announcer on duty
says “Now a word from our sponsor,” he starts
a chain reaction of far reaching results, which
demands a simple, but extremely detailed,
accounting system.
(Continued from page 6)

tend to avoid the connotation of penny pre
ciseness, and take up less space.
A report that is thought out and planned in
advance, with comment paragraphs written
during the course of the examination, will re
sult in an end product that the accountant can
be confident will measure up to the responsi
bilities which he assumes upon its issuance.

We can summarize by saying that the inde
pendent auditor expressing an opinion is re
sponsible for the following:
His own adequate training and proficiency
as an accountant
His independence
Due care in performance of work and in
supervision of assistants
Full disclosure to avoid misleading infer
ences
An expression of an unequivocal opinion or
disclaimer of an opinion
The holding in confidence of information
which he acquires during the course of
the examination.
The independent auditor is not responsible
for the following:
The primary accuracy of financial statement.
He is not an insuror or a guarantor.
He is not an appraiser of values.
He does not give legal opinions.
This is not a how-to-do-it for the report
writer. Excellent instruction may be found in
Miss Jennie Palen’s book on Report Writing.
This is merely to make a presentation of the
public accountant’s position as he approaches
the end product of his work, his report.
(Continued from page 10)

Responsibility—to assume all obligations of
duty, privilege, and necessity by being
worthy of the trust and opportunity of
fered by the employer; to strive at all
times to keep alive and active, a sense of
humor, justice, and fair play.
Emotionally we must try to rise above the
feeling of frustration and ego-deflation caused
by unfair competitive practices by realizing
that competition, be it fair or otherwise, is not
conducive to harmonious relations but that it
can add that needed spark toward a more pro
ductive effort. We must go the extra mile in
our enthusiasm, ability, and common sense ap
proach to our work since we are torn between
desires to be equal to men in the business world
but then also to be placed by them on a ped
estal in the social world. In all worlds and at
all times we will come into our own if we will
but realize that our most effective prerogative
is the privilege of being women. As women ac
countants we can bring to the financial aspect
of a business, which is of necessity calculating
and is also inclined to be cold and hard, our
own tempering, naturally altruistic Code of
Ethics which in our culture respects the ac
cepted standards of goodness or rightness in
conduct of character.
Honor, honesty, loyalty, courage, responsi
bility, together with the ability to cope with
the human problems will greatly determine the
accountant’s effectiveness in private industry.
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